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1.

Introduction
Public-private partnerships (henceforth PPPs) have been gaining popularity and significance as a public procurement method-at least if judged by anecdotal evidence from the media, public sector pronouncements, and specialised conferences.
To the best of our knowledge, however, no systematic assessment of their macroeconomic and sectoral significance in Europe has been undertaken since an initial review by Välilä et al. (2005) .
This paper seeks to build on that analysis using an updated and improved database of public sector and PPP investment levels. To be clear, the purpose of this paper is to fill an information gap on PPPs by offering a concise description of the changing significance of PPPs at the aggregate level in Europe. Given the paucity of available material on PPP investment, the focus is on description using historical data rather than potential deals. The paper does not strive after an academic assessment PPPs from a normative perspective; it merely presents and interprets factual information, without taking a stance for or against PPP.
Although PPP activity is well covered by the specialist press and by on-line commercial databases 1 , often treated as a sub-category of project finance deals, such information sources are frequently incomplete or repetitious. Deal databases track PPP projects at different stages in the project cycle from tender publication through to financial close. However, non-project financed deals are often not included, project re-financings are sometimes included with a risk of double counting, and deals that eventually fall through and hence do not lead to investment may not be flagged as such. The reporting emphasis is on deal flow and presenting annual league tables by sponsors, sectors, and financial advisors etc., rather than assessing the macroeconomic or sectoral significance of the PPP procurement.
Information on the real level of capital investment resulting from such deals is also hard to come by. It is frequently unclear exactly what reported project finance costs represent. In some cases, investments are spread over the life of the contract and may include maintenance activity, whereas in others the investment is an upfront greenfield construction project. In other cases, only the proportion of financing placed on the debt or bond market is recorded rather than total investment costs. When a total project cost is recorded it is also unclear if this represents capital investment or just the private finance, which may ignore a capital subsidy element from the public granting authority. Reported costs may or may not include additional items such as financing costs during construction. To our knowledge, no commercial database has an easily accessible, comprehensive and consistent record of capital investment undertaken through PPPs throughout the EU.
An added difficulty is that there is no common definition of a PPP project. Thus, even amongst the different commercial databases, the same project may or may not have a PPP flag. The construction industry focus on PPP as a category of infrastructure projects has been dominated by trends in the UK and the specific characteristics of Private Finance Initiative (PFI) projects. Beyond the UK, concession-based financing of infrastructure is common in France, Italy, and Spain. This relies on user charges rather than payments by a public authority as the source of future revenues. Other PPP models include institutional PPPs and mixed ownership structures in which the public sector becomes a joint owner of a special purpose vehicle with a private partner. As a result, a number of PPPs are simply not recorded and deals that are not really PPPs but use project finance are.
In this paper, to be counted as a PPP, a project must be based on a long term, risk sharing contract between public and private parties and include the bundling of design, construction, operation and/or maintenance, together with a major component of private finance. This rather restrictive definition excludes structures to get investment off the public balance-sheet without any private sector investment. It also excludes all privatisations involving asset sale and regulation rather than procurement and contracting. However, projects with user charges, shadow tolls, availability charges or mixed payment schemes are all included as representing different form of risk transfer. In practice, there are always some blurred boundaries as to whether a project should or should not be treated as a PPP and judgement must be exercised based on an understanding of the underlying deal.
There is no European level monitoring of PPP activity, although national databases exist in the UK, Ireland and Italy 2 . For the developing and transition economies, the World Bank maintains a database of private sector participation in infrastructure that encompasses a broad range of sectors (i.e., including energy and telecoms) and includes privatisations 3 . The European Investment Bank is one of the largest financiers of infrastructure projects and of PPP throughout Europe. As such, it has a privileged view of how such projects are structured and the resulting investment costs.
The Bank's own databases and project files provide an additional, detailed source of information on PPPs.
The expansion of PPP into Europe has been heralded for several years without ever really delivering on the promise beyond a few major deals. But now there is strong evidence that the PPP market is starting to spread from the UK to continental Europe. Standard & Poor's (2006) The PPP investment data analysed here come from a variety of sources, notably ProjectWare and Infrastructure Journal, cross-checked against the Bank's own project files and validated by country specialists familiar with local markets. The data cover the period 1990 to 2006. The database does not include smaller projects with a capital value less than about 10 million euro procured by local authorities through various forms of concession 5 . An Annex explains in detail how the data have been aggregated and cross-checked.
One additional difficulty in examining PPPs is limited data availability on actual annual investments. Only in the UK can one find data on annual capital expenditure through PPPs, allowing for comparisons with other flow variables such as aggregate public investment or GDP. In all other countries one is limited to collecting data on the signed total value of PPP projects, which is a stock variable that cannot be directly compared with flow variables. Moreover, as already noted, the reported deal costs usually refer to the total financing needs, which may be substantially higher than the "pure" construction contract costs. We suggest some simple means to alleviate such problems below; however, it is important to emphasise that the comparisons remain imperfect and should be treated with sufficient caution. Section 2 surveys PPPs by country and over time. The sectoral distribution of PPPs in considered in Section 3, followed by an assessment of the significance of investment through PPP relative to other types investment in a few selected sectors in Section 4.
Section 5 summarises and concludes.
2.
PPPs by country
Tables 1 and 2 show the distribution of signed PPP projects-as defined aboveacross countries and over time. Table 1 shows the proportion of the number of projects in each country and Table 2 the total value of signed deals over time. Over the past fifteen years, more than one thousand PPP contracts have been signed in the EU, representing a capital value of almost 200 billion euro.
With 812 PPP projects closed by end-2006 6 , the UK accounts for some three-quarters of all European PPPs by number. The number of UK PPPs rose rapidly during 1995-98; stagnated somewhat in the early years of this millennium, but has risen again to some 90-100 projects annually in recent years. Spain with a total of 92 projects (9 percent of total) has become the second-biggest PPP market, with a steady increase in the number of projects closed annually. France, Germany, Italy, and Portugal all have 20-30 PPP projects. These 6 countries account for some 95 percent of all European PPPs by number.
The distribution in investment volume terms is slightly different, with UK PPPs accounting for 58 percent of the total value of European PPPs. The other 5 countries identified above share another third of all PPPs by value among them. Greece has a relatively large investment volume due to the size of the few large projects procured as PPPs, such as Athens International Airport. The fact that the UK share in value terms is so much lower than in terms of project numbers reflects differences in the sectoral distribution of PPP projects and average deal size between the UK and continental Europe, as discussed in Section 3. 6 The latest PFI signed deals data published by HM Treasury in July 2007 lists 582 projects (see http://www.hm-treasury.gov.uk/documents/public_private_partnerships/ppp_pfi_stats.cfm). However, they state that this list omits many deals previously reported by line Ministries, due to them being either completed, consolidated or smaller than the revised recommended PFI threshold of 30 million euro. The Partnerships UK projects database lists 816 projects for the same period of which 670 are operational (see: http://www.partnershipsuk.org.uk/ProjectsDatabase/projects-dbase.asp). Sources: EIB, HM Treasury, Irish PPP Unit, Eurostat, various commercial databases.
Note: UK 1/ shows the PPP investment flows in the UK based on the estimation procedure explained in the text. UK 2/ shows the PPP investment flows in the UK based on the data underlying Figure 2 . UK All EU Sources: EIB, HM Treasury, EirePPP, Eurostat, various commercial databases.
Note: The All EU figure includes the UK.
PPPs by sector
We now turn to describing the distribution of PPPs across economic sectors using the number and value of signed PPP contracts. The description is done separately for the UK and continental Europe, given the differences in the maturity and sectoral structure of the PPP market.
Starting with the UK, Figure 4 shows that hospitals have the biggest share of PPPs by number (31 percent), followed by schools (25 percent). Accommodation-including not only communal housing, nursing homes etc., but also government buildings, police, military buildings and prisons-accounts for 14 percent of the number of UK PPPs. Notably, the transportation sector-including airports, bridges, rail, road, and urban railways-only accounts for 6 percent of the number of PPPs.
In contrast, in value terms the transport sector is the biggest one (36 percent), largely due to the London Underground PPPs. Hospitals account for 20 percent of PPPs by value, followed by schools, accommodation, and defence (all about 10 percent). The sectoral distribution is much more concentrated in continental Europe, where the transport sector dominates the PPP market (60 percent of PPPs by number and 84 percent by value). As shown in Figure 5 , within the transport sector road projects dominate (60 percent by number, 67 percent by value). In mainland Europe to date, PPP has predominantly been used as a procurement route for very large motorway and fixed link projects. Sources: EIB, HM Treasury, various commercial databases.
PPPs' "market share"
It was suggested in Section 2 that the macroeconomic significance of PPPs remains limited in Europe. To examine this issue at the sectoral level, this section seeks to gauge the importance of PPPs in three key sectors-namely transport, education, and health-in relation to total investment in those sectors. As will become obvious, data availability limits the precision of this examination. Nevertheless, it helps us gain a rough idea about the "market share" of PPPs in the three sectors.
Starting with the transportation sector, Figure 8 With these caveats in mind, Figure 8 suggests clearly that PPPs are significant in the transport sector in the UK, while they remain small in continental Europe-despite the fact that the bulk of PPPs in continental Europe are exactly in the transport sector.
Notwithstanding their low level outside the UK, transport PPPs have more than doubled in relative terms from 1995-2000 to 2001-06.
A similar comparison for the education sector is shown in Figure 9 . This comparison is more precise than the one for the transport sector, as the denominator (total Sources; EIB, HM Treasury, Irish PPP Unit, Eurostat, various commercial databases.
Summary
This paper has had the sole and simple aim to fill an information gap on PPPs by offering an updated description of European PPPs from a macroeconomic and sectoral perspective, without any ambition to provide an academic normative assessment of PPPs as a procurement method. It shows that, over the past fifteen years, more than one thousand PPP contracts have been signed in the EU, representing a capital value of almost 200 billion euro. While PPPs have in recent years become increasingly popular in a growing number of European countries, they are of macroeconomic and systemic significance only in the UK, Portugal, and Spain. In all other European countries, the importance of investment through PPPs remains small in comparison to traditional public procurement of investment projects. However, PPP is used extensively for major projects and this is spreading out from transport into other sectors.
That the UK is in its own league in terms of the maturity of the PPP market is evidenced also by the widespread use of PPP procurement in a large number of
